In recent years, a debate about the potential of decentralisation for poverty alleviation has set off among academics and policy-makers. It is often claimed that decentralisation can be effective for improvements in welfare and hence the reduction of poverty. For example, the World Bank explains on its website that "national development and poverty alleviation often hinges on improved sub-national growth and service delivery. Achieving these objectives often requires […] reforming the fiscal, political, and administrative framework in which subnational governments operate" , in other words decentralisation. Yet, empirical evidence is scarce. I therefore intend in this paper to gain further insights into the relationship between decentralisation and welfare by investigating the role of local governments' capacity.
Introduction
In the past two decades, numerous developing countries around the world have embarked on decentralisation reforms with varying degrees of intention and success. The rationale to transfer power to local units of government has ranged from achieving higher popular participation in public decision-making (Crook and Manor, 1998; Blair, 2000; Crook and Sverrisson, 2001 ) and increasing efficiency in the provision of goods and services (World Bank, 2001; von Braun and Grote, 2002; Asante, 2003; Jütting et al., 2005) to merely shifting the fiscal deficit downwards attempting to maintain the legitimacy of the national government (Litvack and Seddon, 1999; Manor, 1999; Shah and Thompson, 2004) .
Mostly, decentralisation was embedded in democratisation efforts or public sector reforms. In recent years, a debate about the potential of decentralisation for poverty alleviation has set off among academics and policy-makers. It is often claimed that decentralisation can be effective for improvements in welfare and hence the reduction of poverty. For example, the World Bank explains on its website that "national development and poverty alleviation often hinges on improved sub-national growth and service delivery. Achieving these objectives often requires […] reforming the fiscal, political, and administrative framework in which subnational governments operate" 1 , in other words decentralisation.
Yet, empirical evidence is scarce. I therefore intend in this paper to gain further insights into the relationship between decentralisation and welfare by investigating the role of local governments' capacity.
The hypothesis guiding this paper is that the capacity of local governments to implement decentralisation is decisive for its success in terms of welfare improvements. In other words, more capable local governments are assumed to obtain higher welfare levels and ultimately lower poverty. Capacity is here understood as the ability of local governments to perform their assigned functions (Grindle and Hilderbrand, 1995; Grindle, 1996; Boesen et al., 2002) .
2 I deliberately do not specify which functions these are since there cannot be a universal set of responsibilities for local governments but these must depend 1 See http://www1.worldbank.org/publicsector/decentralization. 2 Most of the literature on the capacity of governments is concerned with capacity building, and again most of it focuses on the central government. One of the few academic publications dealing with local government capacity is Gargan (1981) who understands capacity as the ability of a local government to do what it wants to do. He claims that local governments are no more than as good as they have to be because capacity results from the interplay of community expectations, community resources, and community problems. This definition might have worked for his purpose, which consisted in making the argument that capacity building in the form of imparting management practices is not always adequate; but it is not very helpful here. Particularly in the light of potentially high corruption, letting local governments do what they want to do would neither be a satisfying definition in theory nor an appropriate policy goal in practice. Other writers on local government capacity do not provide own definitions (Honadle, 2001; Wallis and Dollery, 2002; Matsui, 2005) . I therefore base my definition of capacity on the writings concentrating on the central government. Wallis and Dollery (2002) do the same.
on the specific context of a country. Grindle (1996) distinguishes four types of capacity of national governments, namely technical, administrative, institutional and political capacity.
Adapted to the local government context, technical capacity is the ability of local governments to set and manage effective policies, which presupposes a cadre of well-trained analysts and policy-makers. Administrative capacity is the ability to provide physical and social infrastructure and to carry out the regular administrative functions like revenue collection and information management. Institutional capacity refers to the ability to set and enforce rules that govern economic and political interactions, which must of course be within the scope of local authority. Political capacity is the ability to respond to societal demands, allow for channels to represent societal interests, and incorporate public participation in local decision-making and conflict resolution.
The hypothesis that more capable local governments will achieve higher welfare among their population is tested for the case of Uganda. This country initiated an ambitious decentralisation reform in 1992, which facilitated the transfer of far-reaching responsibilities for decision-making, planning and budgeting, finance, and service provision to five tiers of local governments (Villadsen and Lubanga, 1996; Nsibambi, 1998; Obwona et al., 2000; Saito, 2003; Steffenson et al., 2004) . The district is the highest local government level and is endowed with more responsibilities and financial resources than the other levels. In the way it is designed, the reform has large potential for improving welfare and reducing poverty. However, several factors constrain the proper implementation of decentralisation, ultimately jeopardising an impact on welfare (Steiner, 2008) . Among them feature restricted local autonomy, the prevalence of corruption and patronage, an unclear distribution of responsibilities between local elected councils and civil servants as well as low levels of capacity in terms of human capital, financial resources and infrastructure.
Yet, there are large variations in capacity levels between district governments, and this variation is used here to evaluate the effect of capacity on welfare. I identify two indicators of capacity and two indicators of welfare, and pairwise assess the association between these controlling for other welfare determinants.
The data I use is from the second Uganda National Household Survey (UNHS II) turns out to be extremely difficult to obtain information on local government affairs for the time before decentralisation was introduced in 1992 and just after its introduction. Standardised processes of data collection in local governments did not start before the second half of the 1990s and are still lacking for levels below the districts. Hence, the capacity variable as derived below is not defined for the pre-decentralisation period, for which reason I cannot simply pool the data from several surveys and run a repeated cross-sectional estimation. Instead, I must rely on conducting the estimation of the effect of local governments' capacity on welfare exclusively on the basis of the UNHS II data. The estimation results by and large corroborate the hypothesis underlying this paper. The capacity level of districts correlates positively with welfare. However, relatively low levels of significance do not allow for drawing firm conclusions about the true relationship between capacity and welfare.
The remainder of this paper is organised as follows. In section 2, I identify two alternative indicators for the capacity of district governments. In section 3, I define two indicators for welfare and specify the respective estimation equations. In section 4, I provide an overview of the variables that will be included in the estimation. In order to rule out biased estimates, I then assess the endogeneity of the capacity indicators in section 5. I present the estimation results in section 6 and conclude in section 7.
Measuring the Capacity of District Governments
There are two sources of variation in the capacity of district governments in Uganda, which can be used to determine the impact of capacity on welfare. 3 The first capacity indicator relates to the level of financial resources available to districts, considering that adequate finance is one feature of districts' overall capacity and hence an essential precondition for effective local policy-making and service delivery. The second capacity indicator is a composite index capturing the level of technical and administrative capacity of district governments. In the following, I first generate what I will call the average transfer index and then the composite capacity index.
For the identification of the average transfer index, I exclusively rely on intergovernmental transfers and do not take revenue collected by local governments as taxes and fees into account for two reasons. First, data on locally collected revenue is scarce and often unreliable, and second, revenues that are collected at the local level are extremely low so that it would make no large difference if they were included. I obtained information on intergovernmental transfers from the central government to districts from the Local Source: Author's calculation based on data from LGFC and MFPED. I rely on past assessment results of minimum conditions in order to form the composite capacity index that is used in the below estimations. In Table 3 , I present the assessment results of all districts for the years 1999-2003/04, with 1999 being the year when the first assessment took place. As can be seen, there is unequal coverage in the assessment, with some districts being evaluated in all six years since 1999 and some in only two, three, or four years. This has two major reasons. First, eleven new districts were created in 2000/01 and hence they could not be assessed in earlier years. Second, some districts did not participate in the
LGDP in the first years of its existence because they received development funds through other programmes. So, there was no need to assess their capacity as well as performance on the basis of LGDP criteria. This unequal coverage constitutes a problem with regard to index building. If the aim was to use information from all six years, the index could be built for only 30 out of 56 districts. If in turn the aim was to include as many districts as possible, no more than two or three years of assessment results could be used. For the purpose at hand, it is considered to be more important to conduct the analysis for the maximum number of districts, and I 
Source: Author's illustration based on MoLG (1999 MoLG ( , 2000 MoLG ( , 2001b MoLG ( , 2002b MoLG ( , 2004a MoLG ( , 2005 . Note: Empty cells indicate that the respective district was not assessed for minimum conditions in that particular year. X stands for meeting the minimum conditions and -for failing. Districts in italics are those that were created in 2000/01
The capacity of district governments between 2001/02-2003/04 may seem to be a highly problematic measure as a determinant of current levels of poverty since the effect of capacity on poverty is likely to occur with a time lag. Current poverty may not be determined by capacity in current years as much as it is determined by capacity in previous years. However, I make the following assumption. Current capacity is here regarded as the result of past developments in the sense that it is composed of initial capacity at the time of the decentralisation reform and capacity built up over time. It is therefore an ex post measure of the success of capacity building in previous years. 6 Districts that currently have high levels of capacity are assumed to either have had high capacity from the beginning or having built it up over time. Districts with currently low levels of capacity are supposed to not have been successful in accumulating capacity. This assumption is relatively strong, as it rules out the possibility that district governments may have lost their capacity over time. I discuss this issue when interpreting the estimation results.
Identification of the Estimation
The question addressed in this paper relates to the empirical literature on household welfare. As the name suggests, this literature analyses the determinants of welfare at the household level, with welfare being measured, for example, by consumption, income, educational attainment or health status. It here provides an orientation in the determination of the analytical framework in the sense that standard explanatory variables of welfare will be identified from the literature and included in the below estimation. The capacity of local governments, which clearly is not a standard regressor, will then be added as an additional potential determinant.
In order to investigate the importance of district governments' capacity for household welfare, I use two indicators of welfare as left-hand side variables, namely household per adult equivalent consumption and school enrolment of the 6-13 year-old population. 7 I choose these indicators because they are likely to be affected by decentralisation and hence by the capacity of district governments. Under the decentralisation reform, the responsibility for so-called poverty priority areas (primary education, primary health care, rural road rehabilitation and maintenance, agricultural extension, and rural water and sanitation) was assigned to the local level. The bulk of expenditures for these priority areas 6 In their study on the effect of improved access to public information on capture of funds, Reinikka and Svensson (2004) also used an ex post measure for the programme under consideration. They measured exposure to information by access to newspapers and compared the level of capture between the treatment group that had access and the control group that did not have access to newspapers. 7 I consider children of this particular age range, as it corresponds to the primary-school age in Uganda. Primary school comprises of seven school years and the regular age for school entry is six.
are disbursed to districts and spent there. If district governments were capable, access to and use of public primary schools, public primary health care facilities, feeder roads, agricultural extension services, and drinking water and sanitation should improve. To keep things short, I use school enrolment as one example for this link. Better access to and use of the mentioned services can in turn be expected to lead to an increase in households'
consumption, if only in the medium term.
Reduced form estimations of household consumption are mostly referred to as consumption functions 8 in the literature, while models studying the determinants of school enrolment are generally called education demand functions. Although the literature on consumption poverty is large and still growing, most publications provide measurements and profiles of poverty and only relatively few are multivariate analyses of the determinants of consumption at the household level (Appleton, 2001b) . Glewwe (1991) is one of the first authors who estimated a consumption function. In his study of household consumption in Côte d'Ivoire, he regresses per capita consumption on a set of household composition variables, physical assets owned by the household, human capital characteristics of the household members, community characteristics, and regional dummy variables. This specification has guided much of the following research. Many authors, who have later analysed consumption at the household level, used variants of the same set of explanatory variables, often with strikingly similar results (Appleton and Song, 1999; Datt et al., 2000; Datt et al., 2001; Appleton, 2001b; Grimm et al., 2002; Deininger and Okidi, 2003; Maitra and Vahid, 2006; Brück, 2004) . I employ a similar estimation model, with the only exception that I do not take community characteristics into account because these are potentially endogenous. Especially such characteristics as the existence of a primary school or health centre are problematic, as they may themselves be the result of decentralisation. Hence, the estimation function is:
(1)
where C hj denotes per adult equivalent consumption of household h (h = 1, …, H) residing in district j (j = 1, …, J), H hj a set of household composition variables, E hj human capital characteristics of the households' members, and A hj physical assets owned by the household. R j is a set of regional dummy variables, D j is the capacity variable for district j, and u hj is the error term. In the below estimation of this consumption function, I apply the standard linear regression model fitted by ordinary least squares (OLS).
In order to keep the estimation of the demand for education as similar as possible to the estimation of household consumption 9 , I modify equation (1) only slightly to account for the fact that the outcome variable in the education demand function is a characteristic of individuals and not of households and hence the estimation must be conducted at the individual level and not at the household level. 10 The resulting estimation equation takes the form:
where S ihj denotes the school enrolment status of child i (i = 1, …, I) belonging to household h (h = 1, …, H) residing in district j (j = 1, …, J) and H hj is a set of household composition variables of this child's household. E hj are human capital characteristics of this households' members, F ihj are demographic characteristics of child i, and A hj are physical assets owned by the household. As above, R j is a set of regional dummy variables, and D j is the capacity variable for district j. v ihj is the error term.
In the below estimation of equation (2), I use the multinomial logit model, taking into consideration that the dependent variable can take the values of non-enrolment, enrolment in a public school and enrolment in a private school. The distinction between different school types is essential for determining the impact of districts' capacity on enrolment. Districts have become responsible for primary education through decentralisation but they are in charge of the public school system only. Hence, decentralisation should have a direct effect on enrolment in public schools but, if one at all, only an indirect effect on enrolment in private schools. If access to and/or quality of public schools improved substantially after the introduction of decentralisation, households may decide to take their children out of private schools and send them instead to presumably less expensive public schools. In contrast, if access to and/or quality of public schools worsened, households may tend to send their children to private schools, given these can be better accessed, are of higher quality, and households can afford their fees. By applying the multinomial logitmodel, I consider enrolment in public schools and enrolment in private schools to be truly distinct options in Uganda. This is because public and private schools usually differ 9 This might seem to be an arbitrary action but a review of the literature on the determinants of household education investments in developing countries, such as provided by Behrman (1990) , Strauss and Thomas (1995) , and Schultz (1999) , shows that it is not. Six broad categories of explanatory variables can be identified from existing studies, namely human capital characteristics of household members, especially a child's parents, household resources and employment status of household members, household composition variables, characteristics of the child himself or herself, community characteristics, and regional dummy variables. Obviously, these correspond largely with the right-hand side variables in the resulting equation. 10 In the below calculation of the standard errors and hence the t-values for the education demand function, I take into account that observations can belong to the same household. I do so by defining the household instead of the enumeration area to be the primary sampling unit. I thereby regard the household as a cluster and assume that observations are independent across households but can be dependent within households. strongly in quality and of course in price. I thus argue that households weigh the alternatives of non-enrolment, public school enrolment, and private school enrolment independently from each other. This implies that they do not first decide whether to send their children to school at all and then whether to send them to public or to private school. Since this may appear to be a strong argument, I conducted the Hausman test to determine whether the assumption of Independence of Irrelevant Alternatives underlying the multinomial logit specification can be maintained. This assumption implies that the inclusion or exclusion of categories does not affect the coefficients of the explanatory variables in the remaining categories. The fact that I am unable to reject the null hypothesis, which said that the assumption is violated, lends credibility to the use of the multinomial logit specification. 
Definition of Variables
In this section, I label and define the variables and report means on the basis of the UNHS II data (Table 4 ). The first outcome variable, household per adult equivalent consumption, is generated through household consumption aggregates. These consumption aggregates were calculated on the basis of consumption expenditure data and provided to me by UBOS.
12 In the calculation of per adult equivalent consumption, I do not allow for economies of scale since these are usually not very important in poor countries like Uganda where the budget share of food is high (Deaton and Zaidi, 2002) . I express consumption in natural log form, as this yields a distribution that is nearly normal (LogCons). The second outcome variable, school enrolment of 6-13 year-old children, is a categorical variable indicating whether children are enrolled in a public school, in a private school, or not at all (Enrol).
11 In fact, I get a negative value for the χ 2 statistic. This appears to be a common finding in such tests, and Hausman and McFadden (1984) conclude that a negative result is evidence that the assumption of independent irrelevant alternatives is not violated. 12 For details on their calculation, see the technical appendix in Appleton (2001a) and the documentation in Appleton (2003) . Note: Numbers in brackets are standard errors. * indicates variables for which the means are for the subpopulation of all children aged 6-13. All other means are for the total number of households.
With regard to right-hand side variables, I include several household composition characteristics, namely the number of children of the age ranges 0-5 (Child<5), 6-12 (Child6-12), and 13-17 (Child13-17) as well as the number of adults aged 18-59 (Adult18-59), and 60 and above (Adult>60) in the household. I also control for female headship (Femhead) and for the ratio of females in the household (Femratio) in order to take gender issues into account. In the education demand function, I include a dummy variable for children who are reported to be other relatives, i.e. not own children of the household head (Other), assuming that these children are treated differently from own children. Human capital characteristics of household members are given by the mean number of schooling years (EduAdult), mean age (AgeAdult), and mean age squared (AgeAdultSq) of all persons of age 18 and above in the household. 13 In the education demand function, I
also control for age (AgeChild) and sex (SexChild) of the child as well as for (the log of)
per adult equivalent consumption (LogCons) in order to take differences along these lines into account.
With regard to physical assets owned by the household, I constructed an index for the standard of housing based on information on the type of floor, roof, wall, toilet, and bathroom as well as source of lighting, drinking water, and fuel for cooking (Housindex).
Each of these elements was assigned a weight generated through factor analysis, by 
A Note on the Endogeneity of Capacity
I have so far ignored the question of whether the identified capacity variables are truly exogenous or rather endogenous variables. If they were not exogenous but influenced by certain attributes of the districts, which also have an effect on household welfare, simple estimates of the effect of capacity would be biased. Before conducting the estimations, I
13 I attempted to define education and age variables for males and females separately but this left me with missing data for a considerable number of households, in which there is either no adult male or no adult female. The problem even persisted when I extended the definition of adults to include all persons of age 10 and above. For the education demand function, I would have preferred to use parental education instead of adult education but there is no question on the educational attainment of parents in the UNHS II. I am also not able to create such a variable myself since it is not always clear whether the parents of a particular child live in the same household.
therefore dedicate this section to identifying potential influential factors of the average ratio of district to national per capita transfers as well as the technical and administrative capacity of district governments.
As far as the level of intergovernmental transfers to district governments is concerned, it would be implausible to assume that these transfers were determined randomly.
Transfers are presumably calculated according to allocation formulae, or if this is not the case, they are more likely to be allocated in accordance with the power structures in relevant central government institutions than randomly. In Uganda, formal allocation formulae for the distribution of intergovernmental transfers are in place, which potentially reduce (but do not eliminate) the chances for patronage in this context. I here assume that the formulae provide the only determinants of the level of intergovernmental transfers and that patronage does not play a role. Population size, district area, different welfare indicators, and the size of the payroll are determinants that can be directly derived from the allocation formulae. Larger districts in terms of population and area, districts with worse welfare indicators, and districts with a higher number of civil servants can be expected to receive higher (per capita) transfers from the centre than their counterparts.
Hence, I regress the average transfer index on (log of) population size in 1991, (log of) district area, the number of primary schools and health units per 100,000 inhabitants at the beginning of the 1990s, the existence of an overland road, average school enrolment per district in 1992, average consumption per district in 1992, and regional background (i.e. Central, Western, Eastern, Northern). 14 I include a dummy for Kampala in order to take the special standing of the capital vis-à-vis the rest of the country into account. I restrict myself to data for the pre-decentralisation period in order to avoid the risk that the district attributes have been influenced by decentralisation. It turns out that the number of schools and health units as well as average consumption and enrolment are positively and significantly associated with the average transfer index, while the Central, Western, Eastern, and Kampala dummies are negatively and significantly associated with it. 15 The other variables (population, area, road) are insignificant. Testing for joint significance of population, area and road turns out that the null hypothesis of joint insignificance can be rejected at the 10 percent level. Hence, at least one of these variables exerts significant influence on the average transfer index. Testing for joint significance of population and road alone reveals that the null hypothesis cannot be rejected. This implies that these variables together are not significantly related with the index. Hence, the level of welfare in terms of schools, health units, initial school enrolment, and initial consumption, the re-gional background (including Kampala), and the area of districts appear to be important determinants of the average transfer index and are thus controlled for in the below estimation of the effect of this index on consumption and school enrolment.
The positive sign of the welfare indicators is surprising, as it suggests that the richer or more developed a district (i.e. the more schools and health units per 100,000 inhabitants, the higher initial consumption, and the higher initial school enrolment), the higher are per capita transfers to this district compared with national per capita transfers.
In other words, those districts that are most advantaged receive above average per capita transfers. This is an entirely unexpected finding, as it is in contrast to what the allocation formulae for intergovernmental transfers suggest. It implies that everything else equal districts with better welfare indicators get more financial resources per capita than districts with worse welfare indicators, which carries an important counterproductive implication for poverty reduction. However, the Central, Western, and Eastern dummies are all negative and significant, implying that, ceteris paribus, districts in these regions are characterised by lower ratios of per capita transfers to national per capita transfers than Northern districts. Since the North is the most disadvantaged region, this effect has the potential to offset the previous effect, at least partly. Kampala, which is generally more advanced than the rest of the country, also received lower per capita transfers than the North on average.
Turning to the second capacity index, the level of technical and administrative capacity of district governments is likely to be influenced by certain attributes of the districts as well, although identifying potential determinants is not as straightforward as above. However, the initial education level in a district appears to be a plausible potential determinant, assuming that better educated local councillors and civil servants are more capable to fulfil their functions properly. In addition, during my field research in Uganda in April and May 2004 I was repeatedly told by my interview partners that there was a strong perceived relationship between the age of a district and its level of capacity. Districts that had already existed at the time of independence in 1962 or were formed in the following three decades were assumed to be more capable than younger districts since they had much longer experience in local government affairs, even if responsibilities were not devolved to the local level to the same extent as under decentralisation. Newly established districts in turn supposedly needed time to build their own organisational structures and working routines and hence would achieve high capacity levels only over time.
There is unfortunately no data on education levels at the district level for the predecentralisation period. School enrolment as used above is not a satisfying variable, as it
indicates future but not current education levels of the local government workforce. In the absence of a better education variable, I nevertheless include school enrolment but add the district poverty headcount in 1992 as a proxy for education levels. Hence, I regress the composite capacity index on the poverty headcount in 1992, school enrolment rate in 1992, and district age in 1992 (which is defined as the difference between 1992 and the year in which a district was established 16 ). 17 It turns out that the poverty headcount is negatively and significantly associated with the capacity index, while district age is positively and significantly related with it. Initial enrolment is insignificant. This implies that everything else equal older as well as richer districts tend to be more capable than their counterparts. The positive sign of the age coefficient provides support for the statements of my interview partners. In the below regression of consumption and school enrolment, age and headcount are therefore used as control variables when the technical and administrative capacity of district governments serves as an independent variable.
The problem with this model is that it produces a relatively low adjusted R 2 of 22.0 indicating that about three quarters of the variation in capacity remain unexplained. This either points to weaknesses in the data, particularly the dependent variable, or to the omission of crucial explanatory variables, or to both. Adding additional variables, such as population size, area and others used in the regression of the average transfer index, does not increase the explanatory power of this model. As explained above, I make a strong assumption in the proposition that current capacity is an appropriate measure for the intensity of exposure to decentralisation, as it captures the level of initial capacity and increases in capacity. This may not be a realistic assumption and it may instead be the case that district governments experience gains and losses in capacity over time. If the capacity and the performance of district governments depended on the level of experience, commitment, and cooperation of individuals in key positions, the assumption could not be maintained. Local politicians and bureaucrats come and go, and hence, it is rather unlikely that there is a steady process of building up capacity. Yet, the level of experience, commitment, and cooperation of individuals are almost impossible to observe, implying that important explanatory variables remain omitted from the estimation. I therefore want to make it very clear that the below findings of estimating the effect of technical and administrative capacity on consumption and school enrolment must be interpreted with great caution. 16 In order to calculate the age in 1992, I conducted an investigation into changes in the composition of districts over time. In particular, I retraced the year of establishment of districts and from which mother districts they were split. Those districts that had already existed during colonial times (i.e. the four kingdoms of Toro, Ankole, Bunyoro, and Buganda as well as the territory of Busoga) are considered to have been created in 1962, the year when Uganda became independent. Since the age variable must indicate the age of districts in 1992, those districts that were formed after 1992 are not taken into consideration. An exception is the district of Ntungamo, which was created in 1993, i.e. just before the introduction of the reform. Ntungamo underwent the entire decentralisation reform from the beginning, and I therefore include it here. The age variable indicating age in 1992 takes the value of zero for this district. 17 I again do not report these regression results here but they can be obtained on request from the author.
Estimation results
In this section, I present the results for estimating equations (1) and (2), using the average transfer index first and the composite capacity index second as an indicator for the capacity of district governments. On the one hand, the level of financial resources is considered to be decisive to enable district governments to fulfil their functions in general and to provide an adequate level of services to the population in particular. I found in Table 1 that some districts received above average per capita transfers and others below average per capita transfers in all or most years of the period of interest. It is this variation that is used here in order to test the hypothesis that districts disposing of more financial resources are better able to implement decentralisation properly and ultimately to achieve higher household consumption levels and school enrolment. On the other hand, I test the hypothesis that the variation in the technical and administrative capacity of district governments matters for how districts are able to reap the benefits of the decentralisation reform. Technically and administratively more capable districts are assumed to achieve better outcomes in terms of household consumption and school enrolment. Table 5 shows the OLS estimation results for the regression of per adult equivalent consumption. Column (1) reports the baseline estimation, i.e. the estimation of equation
(1) without entering the capacity variable. I enter the average transfer index in column (2) and additionally include the above defined set of control variables in column (3). The baseline estimation reveals that the signs of the standard explanatory variables are in line with the literature and most are significant. Extra household members, except those above the age of 60, are significantly associated with a fall in per adult equivalent consumption although the magnitude of the effect may be somewhat exaggerated since the consumption aggregate used here does not allow for economies of scale. The finding that an extra child reduces per adult equivalent consumption by between 7 and 9 percent, while an extra adult reduces consumption by around 3 percent is puzzling, as children usually consume less than adults. An explanation could be that children in contrast to adults do not engage in income-earning activities. Hence, higher consumption requirements by an extra adult are partly offset by the additional income this adult brings into the household. An extra child, however, must be maintained by the income that is earned by the adults of the household. 9,643 9,643 9,643 Source: Author's calculation. Note: The dependent variable is log of household per adult equivalent consumption. Values are coefficient estimates (t-values in brackets). Calculation of standard errors takes the enumeration area cluster structure into account. The asterisks indicate level of significance: *** significant at 1 percent, ** significant at 5 percent, * significant at 10 percent.
Whereas female headship is negatively but not significantly related with consumption, the coefficient on the ratio of females in the household is positive and significant. A 10 percentage points higher ratio of females in the household is related with 1.6 percent higher per adult equivalent consumption. This effect is low in magnitude but nevertheless visible and can imply different things. Females may simply have lower needs than males, or they may spend the household's resources more efficiently than men, for example by not wasting money on alcohol. Consumption increases significantly with the mean number of schooling years of adult household members as well as with the status of housing. One more year of schooling and an increase in the housing index of 0.1 is associated with slightly more than 5 percent higher consumption. To the extent that the number of schooling years captures information about the ability or efforts of adult household members, this effect may, however, be upwards biased. The urban dummy indicates that, everything else equal, households in urban areas have 5.2 percent higher consumption. Compared with the Northern region, consumption in the Central, Western, and Eastern regions is 24 percent, 19 percent, and 9 percent higher, respectively. This reflects the stark regional differences in Uganda, with the poverty headcount amounting to 22 percent in the Central region, 33 percent in the West, 46 percent in the East, and 63 percent in the North (UBOS, 2003) . The coefficients on mean age and mean age squared are close to zero and not significant, implying that age of adult household members is not important for household consumption.
Introducing the average transfer index in column (2) does not change the coefficients of the other explanatory variables much. In column (3), however, the coefficients on the urban and the regional dummies become smaller, and residence in urban areas and the Eastern region are now insignificant. The coefficient on the average transfer index is positive as expected but only marginally significant in column (2) and insignificant in column (3). Without the inclusion of control variables, a higher index by 1 unit increases per adult equivalent consumption by 0.1 percent. This implies that for example households in districts that received average per capita transfers between 1996/97 and 2002/03 have 1 percent higher consumption than households in districts that received only 90 percent of average per capita transfers. The coefficient on the transfer index is slightly smaller in column (3) indictaing that the omission of control variables may overestimate the effect of the average ratio of district to national per capita transfers on household consumption, but as already mentioned this coefficient is not statistically significant. Table 6 shows the multinomial logit estimation results for the regression of school enrolment. The non-enrolment category is defined as the base category. The other two categories (enrolment in public school and enrolment in private school) must therefore be interpreted in comparison with non-enrolment. As above, column (1) presents the baseline estimation, which in this case refers to the estimation of equation (2) without the capacity term. Columns (2) and (3) show the regression results including the average transfer index, without and with the defined control variables, respectively. As column (1) reveals, the age of a child increases her likelihood of being enrolled in either public or private school vs. not being enrolled. With each additional year of age, a child is more likely to be enrolled in school, which suggests that children tend to enter school later than at the age of six. This is reflected in the high gross enrolment rate in primary schools in Uganda, which in 2002/03 amounted to 111 percent. As regards household composition, the number of pre-school-age children is positively related with the decision of sending children to public school vs. not sending them to school as well as sending children to private school vs. not sending them to school. This appears to be a plausible finding, as a mother is more likely to stay at home in households with many small children. There is therefore no need for children in the primary-school age to drop out of school in order to take care of their younger siblings. The number of children aged 13-17 and of adults aged 18-59 is negatively related with the decision of sending children to public school vs. not sending them to school. . Calculation of standard errors takes the household cluster structure into account. The asterisks indicate level of significance: *** significant at 1 percent, ** significant at 5 percent, * significant at 10 percent.
In line with the literature on education demand, mean education of adult household members and the level of per adult equivalent consumption are positively and significantly associated with children's enrolment in both public and private school vs. non-enrolment.
The status of housing is only positively and significantly associated with enrolment in private schools vs. non-enrolment. The urban dummy is negative and highly significant for public school enrolment vs. non-enrolment but positive and insignificant for private school enrolment. Everything else equal, children in urban areas have thus a lower probability of going to public school relative to not going to school than their rural counterparts. The included regional dummies are invariably positive and significant, except for the Central dummy in the case of public school enrolment vs. non-enrolment. Hence, children in the Western and Eastern regions are each more likely to be enrolled in either public or private school relative to not be enrolled compared with children in the Northern region (which is the omitted regional dummy variable). Yet, children in the Central region display a lower probability of being enrolled in public school vs. not being enrolled but a higher probability of being enrolled in private school vs. not being enrolled compared with children in the North. Considering that the Central region is the most affluent of the four regions in Uganda, this finding suggests that there is a relationship between the level of development of a region and enrolment in different types of school. More advantaged regions, or rather households in more advantaged regions, seem to prefer private schools over public schools. The child's sex and relationship to the household head, the number of children aged 6-12 as well as the number of elderly people in the household, female headship, the ratio of females to males are not statistically significant determinants of school enrolment.
Adding the average transfer index in column (2) does not change the signs and levels of significance of the other explanatory variables dramatically. The only major difference in comparison with column (1) consists in the insignificance of the Central dummy in the case of public school enrolment vs. non-enrolment. The coefficient on the average transfer index is positive for both the public school enrolment category and the private school enrolment category, but it is significant only for the first. Hence, children in districts that receive a higher ratio of district to national per capita transfers are significantly more likely to go to public school than not to go to school compared with children in districts that receive a lower ratio. Private school enrolment relative to the alternative of non-enrolment is here not significantly related with the average transfer index. On the one hand, this underlines the hypothesis that districts with higher financial resources at their disposal achieve better outcomes in terms of children's enrolment in public schools. And on the other hand, it confirms that the capacity of district governments to fulfil their responsibilities does not significantly affect children's enrolment in private schools. Including the control variables in column (3) changes the results insofar as the coefficient on the index be-comes marginally significant for the public school enrolment category and negative (but still insignificant) for the private school enrolment category.
I now turn to the estimation of the effect of technical and administrative capacity on household consumption and school enrolment. The estimation of equation (1) is again conducted first with the results being reported in Table 7 and the results of estimating equation (2) are shown in Table ( 8) . Due to the fact that the capacity index is only identified for 50 out of 56 districts, the underlying dataset is of a different size than that in the previous estimation of the effect of districts' financial resources. I therefore report the results of the respective baseline estimations again in column (1) of Tables 7 and 8, even though the coefficients are likely to be similar to those in Tables 5 and 6 . In column (2), I add the composite capacity index, and in column (3), I control for district age and poverty headcount in 1992, which were identified to be significantly associated with capacity. Column (1) of Table 7 reveals that although the underlying dataset is smaller than the one used in Table 5 , the findings for the standard explanatory variables are largely comparable. The capacity index turns out to be positively associated with household consumption.
This indicates that the higher the capacity of the district government, the higher is the level of consumption of households in the respective district. However, capacity is only marginally significant in column (2). When the control variables are included in column (3), the coefficient becomes insignificant. in brackets) . Calculation of standard errors takes the enumeration area cluster structure into account. Control variables are district age, poverty headcount. The asterisks indicate level of significance: *** significant at 1 percent, ** significant at 5 percent, * significant at 10 percent. Table 8 presents the results for estimating the education demand function. As above, the findings with regard to the standard set of explanatory variables are close to those in Table 6 . Slight changes in the magnitude of the coefficients and the significance levels are natural given the different sample size. The capacity index has a positive and significant effect on children's likelihood of being enrolled in public school as well as private school relative to not being enrolled. This implies that children living in districts with more capable district governments are more likely to be enrolled in either public or private school compared with the alternative of not being enrolled, which supports the key hypothesis. The higher coefficient on the capacity index in column (3) indicates that omitting the control variables potentially underestimates the effect of capacity of district governments on children's school enrolment. 
Conclusion
In this paper, I intended to add value to the discussion on the welfare effect of decentralisation. I did so by evaluating the impact of district governments' capacity on household consumption and children's school enrolment. The hypothesis underlying this analysis was that more capable local governments were better able to implement decentralisation and fulfil their devolved functions properly, which in turn led to higher consumption and school enrolment in their jurisdictions. Capacity was here measured by two different indicators. The first indicator is a ratio of district to average per capita intergovernmental transfers over a period of seven years, and the second indicator is a composite index capturing the elevel of technical and administrative capacity of district governments.
The estimation results provided for ambiguous conclusions. The association between the relative level of financial resources available to district governments and consumption turned out to be positive. Households living in districts, which received above average per capita transfers, thus appear to have higher consumption on average than households living in districts, which received below average per capita transfers. However, this result was only (marginally) significant when I did include a set of control variables that may have influenced the level of districts' financial resources. With regard to school enrolment, the decision of households to send their children to public school compared with the alternative of not sending them to school is positively influenced by the relative level of financial resources of district governments. On the other hand, the decision to send children to private school compared with the alternative of not sending them to school is not significantly related with the average transfer index. As far as the level of technical and administrative capacity is concerned, consumption at the household level is positively associated with capacity, but again, this effect is only significant when the controls are not included. However, there was a positive and statistically significant relationship between technical and administrative capacity and the decision of households to send their children to either public or private school vs. non-enrolment.
By and large, the signs of the estimation coefficients provide support for the working hypothesis. Districts with more capable local governments, which are here regarded to be those with relatively higher financial resources at their disposal or a higher level of technical and administrative capabilities, achieve higher household consumption as well as higher enrolment in public schools than districts with less capable local governments.
Yet, many of the findings are either not or only marginally statistically significant. The failure to obtain high levels of significance in several of the estimations might first be due to the fact that I here used data covering a 10-year time period, which could have simply been too short a period to get significant estimates. Second, it might also be due to the specific measurement of capacity in this paper. Specifically, the average ratio of district to national per capita transfers is only one of several possible measures for the level of financial resources of local governments. If data on locally collected revenue, ideally for local levels below the district, were available, different indicators could have been used, which might have led to significant findings.
Third, the composite capacity measure I used was based on a very strict assumption that might not be in line with reality. I measured the current level of capacity, which supposedly captured the initial level of capacity in a district and any increases in capacity over time. I thereby assumed that capacity building was a unidirectional process and that local governments could only gain but not lose in their capacity levels. The findings from the estimation of the effect of capacity on welfare could have been very different, if it had been possible to identify a different measure of capacity. And lastly, it is well possible that the control variables used here are insufficient to eliminate a potential bias in the estimations and that other district variables should have been added. Yet, an important shortcoming of this project consisted in the fact that data, and especially administrative data, at the district level for the period before 1992 is almost non-existent in Uganda. During my field research, I intended to obtain such information as staff levels in district governments and local revenue for the pre-decentralisation period but my attempts remained largely fruitless. In sum, I suggest that there is scope for much further research on the relationship between decentralisation and/or the capacity of local governments and welfare by applying different indicators, focusing on other countries and regions, and capturing longer time periods.
